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JAPANESE IE AGE TREATY 


Epbasgy Moscov o n Soviet Uote Coneeminiy JaT^HTiase Peace Treaty ^ 
Embassy Moscow believes that the Soviet Foreign Office felt obliged to 
^ne forth with comment in response to the draft Japanese treaty presented 
Tty the US on 29 March* Timing of the Soviet note is lco?gely due to a 
desire to place the USSR's position on record before ftorther developmsnts 
Embassy coi'siders that the Soviet demand for a foxoN-power 
CFM in June or July may be designed to "keep the CPM pot boiling for propa- 
g^a puBposes" in anticipation of possible failure of the Paris negoti- 
ati^s* Soviet inclusion of this proposal in remarks on the US treaty 
draft suggests to the Embassy eitiier that a direct approach to the govern- 
ments concerned will be forthcoming of that the proposal was. made merely 
or propaganda purpose s® Scission of Prance ifom the proposed CK4 Is cozw 
sidered noteworthy by the Embassy* Of five specific proposals concerning 
the peace treaty contained in the note, two are devoted to the Japanese 
economy and trade* The Embassy feels that aside ffom the propaganda 
assets of these proposals, it is also possible that the Eremlln con« 
sciously or unconsciously is betraying concern over the economic situ- - 
ation of Rod China unless traditional Japanese economic relationships In 
in ® Moscow 19.3S, 9 May 51; C SD Moscow 1942, 

10 ftey 51)* Although in the past the USSR has sometimes left 

ambiguous whether or not its proposals concerning a C5W on a Japanese 

incMed France as a participant, it appears that France has 

^ participant ty the USSR. On the con- 
several occasions made specific reference to the ' 
regard, and its latest note indicates the 
<•« +4 4 > that France is not entitled to a major share in prepa- 

because it did not formally declare war on 
Japan and was not a signatory of the Japanese surrender document* (A 
e French representative actually signed the surrender document)* 

SECTION 1 (soviet) 


gASTERN ED^ FE. ^ANIA, Mxfaa Regi me Acts Against Resistance ^ Radio 
Athens broadcasts reliable" l^ormatioh from Rome that the Albanian 
Government is in full control of the situation in Tirana* although 
circumstances are "obscure" in the rural areas where the poUce and the 
guarding communications. The police are reported to have made 
mss arrests after the exposure of several plots against the government,, 
tocldents of sabotage and clashes with resistance groups in central 
Albania* Communist People's tribunals are reported to have meted out 

sabotage* Ih another report a 
states that new concentration camps 
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have been estAbUshed in Albania since Januar 7 1951 to acceDanod&te 
increased numbers o^nol^ica^5ntQrMes<^aos^o^jhoiii are men* (U FBIS 
ticlberp 10 Ray 51| CQMHERT g Other 

reports indicate iha^th^noS^Go^^Sel^^^aeallng ruthlessly with 
resistance activities within Albaniao 

"B" BULGARIA , Deviationist Show Trials Staged ^ A Bulgarian radio broadcast 
states that on 2 sentences of 15 and 10 years respectively were 
meted out to Bulgarian Communists Petko Baninp former Minister of 
Industry and Finance ^ and Hanoi Sekelarovp also a former Mnister of 
Industry and Minister of Electrif icatlon* Both were alleged to be 
“members of Rostov's band® who used their positions to inflict haim <m 
the Bulgarian 'economy* At a second concurrent trial Ivan Maslarov 
Peter Semerdjievj, former members of the Party’s Central Coimnltteep 
received approximately similar sentences for collaborating with Kostov* 
Maslarov was also alleged to have been in touch with the Yugoslav 
Intelligence Sarvice* Tu Bulgarian Home Sbrvice, 10 May 5l)* CQMMERT s 
The ex=Minlst,ar defendants were arrested in the sweeping B^garian 
purge of 1949 which began with the fall of Kostov* There still remains 
a large reservoir of arrested but as yet untried “Kostovlsts® from 
wlilch the Bulgarian Government can draw victims for sacrifice at the 
altar of Soviet exploitation of Bulgaria* 

"C® HUNGARY * Direct Goverianent G6atrol of ^idustry Nears Complet.lnn * A recent 
statement Janos SsabOp Chief of the Hungarian Directorate of Local 
3hdustryp has clarified the activities of that organizationp which was 
created in Janaary 1951* According to SzabOp who Is also Deputy Minister ; { 
of interlorp small and medium industry as well as craft cooperatives are • ’ 
being brought together under the control of the Directorate of Local 
Industry* The Szabo »Qj«tem©nt noted that the formation of additional 
craft Cooperatives and the creation of new local plants are being eneiw 
getically pushed* (E FBISp 27 Apr'5l)o CCTCg^g The Hungarian Nationali- 
zation' law of 28 December 1949 extended nationalization to all manu" 
facturingp miningp foundry and transport enterprises employing ten or 
more people* The newly formed Directorate Is apparently to be used 'to 
bring the rema-lning sectors of industry under governmental contaroli 

^QQSLAVIAa CeaoBrtsd Satfl H'^,'fc‘ft Provecations Tlwed for Hay Day * 3h 
addition to -the border provocations committed by Bulgaria and Rumania 
on 30 April and 1 May {OCI Daily Digestp 4 May 5l)p the Yugoslavs charge 
that Albaisian and Hangarian border guards also perpe-trated border vio- 
lations between 29 April and 1 May* 4&i'"ons of the two incidents on the 
Albanian border a Yugoslav frontier guard was slightly injured* Belgrade 
radio calls attention to the coincidence 'that all these provocations 
occurred over the May Day weekend and concludes -that the incidents were 
major or minor “Actgcrding to the roles assigned by the ba-ton of -the 
Moscow conductor to the respective Comlnform proconsuls*® (R FBISp 9 May 51)* 
COMMENTS Yugoslav propaganda is increasingly stressing the -theme that the 
hostile acts of its neighbors are part of a master plan directed « Tt d coz>> 
trolled by the KremllB* 
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Tueoslav Estimate of Satellite MUitary Preparations 


ary^ 

arias aad no central mil^ar^headquarter^fo^tte Balkan 
Satellites has yet been established* 25 

units at tbs Tngoslav border are not .nnder strength* Bulgarian regiments 
there are now carried at 1000 and vill nearly double with the ca lling up 
of reser^'es for summer training* CQMHEIKr t 

In addition to^^^^rgdar operated . . . 

Rumania j which meant to exclude p there is reliable evidence 

that the Bulgarians at least have a few radar setso It has not been con- 
firmsdp however j, that any soulhem Satellite early—wamlng radar is ^ yet 
operational* There have been numerous reports that a central Soviets 
Satellite military headquarters liad been or soon would be establlsheci but 
mm of these reports has been coiafiTmedo US Military Attache in Turloey 
previously estimated that of the five Bulgarian divisions dispersed «aohg 
the Yugos,lav border«) all but one were tinder strength with some regiments 
totaling only 500 rnsn* 

gORKEM* _C(MJNISM» WB3T is R eported to Organize for Penetration of if/estem 
Ouy de Bo;p8onj, former president of the World Federation of Demo- 
• crati® Toutb has told an informant of that the 

©xe^ativ^ ©smmlttee of the WFDf (now locatefflWHIJH^Wto be enlarged 
and that General Farkas will join the committee to orgamze the WFDI for 
^netrat.ioa and for conducitlng antinmilitarist agitation within Western 
Armies* Bcysson also e^^jamanted on the WFDf World Youth Peace Festival ' 
s^dul/^ for ihagnst in Berlin* He said the festival will have character 
j B political demonstration against presence of Western powers 

^ political situation then prevailing and the needs 

of Soviet diplomacy will dettirmin© the extent of parading In Western 
sectors of the city* However j, he thought "irresistible waves of young 

flood all Sigctora of Berlin*" (S SD Paris 6824/9 May 51) 
toneral Parkas ie Ikaeary-a Minister of Itefense S L^t^' 

^sagariaa Workers (Cammunist) Party* Before the he 
assisted in organizing Ccmmiiniat youth groups throughout Europe* hI has 
rep^sented Salary at Cominform meetings. If the report of Farkas* appoint- 
nant Is eopactj, it indtotes that the WFDY will, in the future, play a 

Cosimmist agitation activities* However, the WFDY's 
plans for Infiltrating W®st©sn armies are not new, sines Communist leaders 

follotters to Join Westsrm armies la order to work 
Boyssoa»s .s^cnaats on tbs Barlln festival are expressivo of 
WFDTVs ^ aspirations but do n6t contribute any knowledge 

concerning: their real Intentions or capabilities. 


TOP SECRET 

Approved For Release 2001/09/0^ : CIA-RDP79T01146A000200140001-5 









Approved For^lease 2001/09/04 : CIA-RDP79T01 1454000200140001 -5 




TOP SECRET 


countries toward Israel as a result of recent events in the area 
may increasingly be directed toward the US and UK and that this 
eventuality might\strengthen the neutrality feeling that is preva^ 
lent in a considerable portion of the Arab world, 

”C“ PHILIPPINES c Top-ranking Comiminlsts Sentenced , Six top-ranking 
Communists and Huks were sentenced to die and nine others were 
given life prison terms following conviction on a charge of plotting 
rebellion. Eleven others received sentences up to 17 years while 
three were acquitted. The judge, who is to leave soon for a “rest 
cruise" abroad, set a precedent when he declared the Communist 
Party illegal, (R AFP Press Ticker, 11 May 51). COMMENT » This 
concludes at least the first step (presumably an appeal will be 
made) of the celebrated case of the Communists apprehended in raids 
last October, Among those given life terms or death sentences were 
several former ranking leaders of the Philippine Communist move- 
ment, It has been reported that the judge was ordered by "higher- 
ups" to make "examples" of the defendents. The legal status of 
the Communist Party in the Philippines has been confused. A 
. Supreme Court order in 1932 declaring it illegal was never followed 
by administrative action, 

"B“ INDOCHINA , Second Phase of Delta Clean-up Completed , French military 
spokemen have announced the completion between 5 and 9 May of a 
second clearing operation southwest of Haiphong* in the Tonkin delta. 
Rebel casualties were reported to be 47 killed and 1,500 prisoners. 
Large quantities of weapons and supplies were destroyed or captured, 
French casualty figures are none killed, eight wounded. The native 
population is returning to villages which have been forcibly evacu- 
ated by the Comnnmist-led forces, (U Hanoi 648, 10 May 1951). 

COMMENT i This operation complements the somewhat more ambitious 
operation which was undertaken on 18 April in the area immediately 
to the east. Such clearing operations offer the opportunity for 
the establishment of a non-Coinmunist ndtive administration in veiy 
densely populated areas. The establishment of such an administration 
would at the very least alleviate threats to the French military 
line of communications and could, under ideal circumstances, greatly 
reduce the reservoir of manpower available to Ho Chi Hinh, 

"B" Bao Dai Answers Questions on Situation in Vietnam . In reply 

to questions by A? Correspondent Seymour Topping, Bao Dal stated 
that (1) the increasing constrast between the national-welfare 
program of bis own government and the Communist-imperialist program 
of the rebel government is highly favorable to his own cause; and 
(2) the agreements between his government and France represent a 
"big step toward total independence," and the status granted to 
Vietnam by France did not warrant "much justified criticism". On 
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the subject of progress in the formation of the Vietnamese National 
Armyp Bao Dai referred the questioner to Premier Tran Van Huu, who 
also holds the post of Defense minister. Bao Dai appealed for an 
expansion of US technical and economic aid to Vietnam. He believes 
that the chief deterrents to a Chinese Communist Invasion are the 
"international repercussions" which would ensue and the risks which 
the Chinese would run of incurring the "undying opposition of the 
Vietnamese people^" rather than any measures which might be taken 
to "forestall" Chinese Communist intervention. (U Saigon 1964> 

10 May 51)0 COMMENT S Bao Dai*s replies attest to his increasing 
political acumen. While not directly criticizing the French, he 
has managed to couch his replies ’ J.n terms which will appeal to 
Vietnamese nationalists. The implications of his remarks are that 
he is not satisfied with the present level of Independence granted 
to Vietnam, and. that blame for delay in the creation of a Rational 
Army falls at least partly on Premier-Defense Minister Huu. He 
indicates that Vietnam looks to the US rather than to France for 
support. This was stated directly in the case of economic aid. 

In the case of military support, it is implicit in his statement 
that the deterrents to a Chinese Communist invasion are "inter- 
national repercussions" (i,e. US-UN opposition) and the opposition 
of the Vietnamese themselves rather than efforts to "forestall" 
invasion, an apparent reference to General De Lattre*s Maglnot- 
llke defenses in Tonkin. 

CHINA . Taiwan Governor Tenders Resignation . K.C. WD, former mayor 
of Shanghai and currently governor of Taiwan, has reportedly submitted 
his resignation to CHIANG Kai-shek for the third time. WlT*s action 
is said to be based on continuing friction with Premier CH’EN Ch*eng 
over policies concerning the administration on Taiwan. Rumored 
replacements for WU, who allegedly will replace Wellington KOO as 
ambassador to the US, include WENG Wen-hao, former premier of 
Nat^nal^^Chiii^jh^^^expec^d to return to Taiwan shortly. 

• COMMENT ! Rumors of high-level 
replacements in Nationalist circles have become frequent but 
remain wholly unconfirmed. WU, in his attempts at ref orming „the 
Taiwanese provincial administration has reportedly come 'into con- 
flict with the more conservative CH*EN on several occasions.. In 
early 1950 WU apparently was backed by CHIANG against CH*EN, but 
recent signs suggest a possible reversal of the Generalissimo *s 
attitude. A recent report also has stated that CH*EN was consider- 
ing stepping down from the premiership, but only in favor of HU 
Sbih. ?irhile there is no reliable information regarding the where- 
abouts and Intentions of WENG Wen-hao, there are some indications 
of his possible alignment with the Chinese Communists. 
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25X1 C 


oca 

25X1C 


25X1 A 


Soviet Pil ots and Jet Aircraft Reported In North Koraa . Two 
reports of early March J|[|||H[|HpHB^P^BI the presence at 

Hoeryong airfield (nortnwesvo^^Cnongjin^of a large number of 
Soviet planes (possibly jets) hidden in undergroimd hangars. Soviet 
pilots and military personnel reportedly have been observed to be 
billeted in homes and barracks surrounding the airfield 




ese reports remain Unconfirmed, the stationing 
of a Soviet air unit, at Hoeryong is a definite possibility In view 
of the proximity of Hoeryong to both the Sino-Korean and Korean-Soviet 
borders. Hoeryong airfield Itself has adequate facilities to accomo- 
date Jet aircraft and underground fuel storage installations are 
known to exist. A 7 May UN air reconnalsance of the field indicates 
it is probably operational, but no planes were observed. 

Communist Forces S hift to East for Hext Attack The HS Far 
Eastern Command, in an estimate of enemy capabilities, notes that 
recent agent, civilian, and prisoner reports support the suspected 
movement of major Chinese Communist elements from the western sector 
to the Kumwho“Hwachon area of the central front. Elements of the 
Chinese Communist 3rd and 19th Army Groups are involved In this 
move. Apparently Chinese Communist 4th Field Army units, currently 
occupying the central sector, are moving further east. FECOH believes 
that, because the recent enemy effort to secure the Seoul-Inchon 
complex failed, it would not be illogical for the enemy to shift 
I his efforts to the ceh&’al sector where he has experienced previous • • 
successes o (S DA CINCFE Telecon 4701, 11 May 51). 

^^^^Surren^ommunl^O ffensiv^ Tactics Described ’ 2 

the following decisions were reached at 
a high conference in Peiping on 21 April* (1) to laxinch the spring 
offensive in Korea earlier than planned| (2) to divide the campaign 
into three phases, the capture of Seoul, securing of a line between 
Andong and Tao |on, and an all-out attack on Pusan, and (3) to use 
their air and naval strengt^i^th^groun^forceswereunable to 
Mr^ COMMENT * 

HI^^Hi^count of the "high-level Peiping meeting" contains 
Information which is highly suspect, this report is interesting 
speculation on the Communist tactical plans for the currently- 
quiescent offensive. There is evidence that the Communist offensive 
was planned to include a series of attacks, the first of which 
probably had the capture of Seoul as its objective. The Continued 
lack of any major enemy air activity, however, is still unexplained. 

.PTfiLliminarY Conversations Consluded o n UH Korean Reconstruction . 


In recent conversations between military officials 
and Sir Arthur Rucker, present United Nations Korean Reconstruction 
Agency (UNKRA) representative in Korea, it was agreed that a 
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preliminaiT* step to UNKRA*s functioning in Korea would be a review 
of the present ROK import program to determine projects by which 
UNKRA could most usefully supplement the military program. The 
conversations also brought out the fact that capital investment 
and reconstruction projects will not be \indertaken until the 
cessation of hostilities. (S Pusan 935, 9 May 51). • CQMMETTr i While 
such a program review will give concerned parties a better idea of 
the economic problems they face in Korea, the lack of transportation 
facilities (port space, storage space, and means of internal distri- 
bution) will continue to be a major deterreht to a degree of civilian 
recovery. 
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"C” GpmANY o Attempt To Be Made for Increased Coordination of Intel- 
ligence and Propaganda Activities ^ 
attempt will Ise made to co-ordinate the activities of the various 
west German information gathering services. Theodor Blank, the 
head of Chancellor Adenauer *s security planning, office, will 
, reportedly hold a meeting in mid-May with officials of the office 
for the Protection of the Constitution (the main intelligence 
organization), and various other Government officials concerned, 
at which it is planned to establish a permanent central office for 
collecting, evaluating, and distributing all types of information, 
both covert and overt, with a coordination office in Berlin* In 
the propaganda field, Otto Lenz, Ch^celleiy official, has reportedly- 

accepted an appointment, soon to be announce d, as Chief of a 

propaganda office for the Federal Republic*. 

COMMENT ; The Office for the Protection of tS^constiSSi^RJa^^^^ 
established by the Federal Government under Allied guidance, for 
the purpose of coordinating intelligence activities. The possible 
relationship betwee n it and Blank’s new permanent central offi 
is as yet unclear. 

various influential intelligence -collecting groups in west Germany 
have resented the intelligence -gathering activities of Bla nk ys 
office, which is actually an embryonic Defense Ministry* 

25X1A Thus Blank might meet with consi^^^^e 

resistance in trying to establish a central intelligence-collecting 
office, particularly if he were to try to assume control of such 
an office* 


25X1 C 


25X1 C 


25X1A 


”A” ^A^E o Fellow-Traveler Neutralist Discusses Soviet Gilles 

Martinet, fellovf-traveler neutralist editor of the weekly paper 
Obse^^atevoTj has revealed to Embassy Paris officials attitudes 
Which they consider "representative of a considerable segment" of, 
the French neutralist movement. He, Pierre Cot, and other leaders 
of the Marxist wing of the neutralist movement are discouraged over 
its prospects, especially after the forthcoming French elections* 
These leaders, claiming that the USSR* is "prepared and desirous" 
of giving security guarantees to the UK, France, and Italy in order 
to draw them out of NATO, are "gloomily" discussing even the pos- 
sibility of a US-USSR deal like the. 1939 Nazi-Soviet pact, which 
would "sell oiit" the Western European Communists* The West European 
Communists, he feels, are "subdued" by the evidence in Korea of 
Soviet "reserve" j and Soviet control in Eastern Europe is "shaky".' 
(C Paris 6795 j 8 May 5l)* COMMENT ; Martinet *s clear Identification 
of his own future with that of the Westejn European Communists— 
aside from the unusualness of this direct appz*oach of a known 
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fellow-traveler to Embassy Paris officials— creates the strong 
presiimption that this report may be a plant which the source did 
not intend to disguise* There have been recent reports, some 
obvious Soviet plants and others definitely originating with 
Soviet representatives, which appear to encourage bilateral 
negotiations* According to a recent fairly reliable report, however, 
the staff of Observateur is deviationist,with financial support 
from the Zugosiav Embassy in Paris, and hence it is possible that 
the editor, despite his known past association with Cot, is veering' 
away from PCF control and- is sincere in his approach to US officials* 

CTALY* Factors Helping to Weaken Coimirunist Peace Offensive * In. 

^Hexr cai^aign Vo encoxirage miTltary defeatism and neutralism, 
the Italian Communists (PCI) have decided to allow -the peace partisans 
during the forthcoming local elections to favor non-Ooimminist candi- 
dates if the latter "denounce warmongers" and favor ^peace"* (See 
OCI Daily Digest, 3 5l«*) The drive for signatures for the 

Berlin appeal is gaining momentum by injection into the elector^ 
campaign largely through these peace partisans* US Embassy Rome 
believes, however, that the PCI will not succeed in concealing its 
connection with the peace partisan movement and that the Berlin 
appeal will not have much attraction for the average voter* (See 
OCI Daily Digest, ? May ^1.) Althoxigh identification of the PCI 
and the philo-Communist Nenni Socialists (PS I) with "peace" and 
neutralism is having some effect among broad strata of the population, 
the Government is increasingly aware of the need of identifying 
rearmament with efforts to maintain peace* Most competent observers 
consider the legend that "Gommunism means peace" is being gradually 
destroyed* The workers* movement under Magnani and Cucchi is 
contributing to this end, and further assistance should be forth- 
doming from the recent merger of the democratic' Socialist parties* 

(See OCI Daily Digest,. 2 May ^1*.) (C Rome ^029, 9 May 5l)* COMMENT: 
This is the first official* confirmation of. previous indications 
that the Magnani-Cucchi movement is in^ortant as an anti-Coramunlst 
force* 


VA" SWIT ZERLAtTOo Swiss Seek Middle Course on Export Controls Under 




“ response to 

request for infomation on the steps being taken by the Swiss -^o 
restrict their export of selected strategic goods to the Sovie-t 
orbit, Zehnder, Under Secretary of State, has informs d the US ' 
Minister that the Czechs have been authorized by the Kremlin to 
promise vital raw materials in exchange for machinery, such 
negotiations to take place in Moscow. Zehnder pointed out that 
although they had turned dovra this offer and the Government h a g 
recently been given power to control exports and imports, the Swiss 
could not export exclusively to the West on the basis that this was 
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and other NorweglOT Insular possessions off the North Nojnray’ coast* 

(R Stockholm 1313, 8 May R Stockholm 1318, 8 May ^1; R Stockholm 
1320, 9 May 5l; P Copenhagen 9^, 9 May $1; p Oslo 1096, 8 May 5l; 

P Oslo 1102, 9 May 5l) « COMMENT : These reactions generally reflect 
the basic foreign policies bi* each countryo 

DENMARK o - Foreign Office Demurs at US Pressure for Lengthep^^g 
Conscription Period* The Director-^neral of the T)"^isb 
mice h as informed the DS Embassy, that the IK request that I^nmark 
increase the conscription period from 12 to 18 months will render 
difficult an early passage of the Government's new defense bill, 
which has been under discussion between the political parties since 
last autumno The ©nbassy expresses the view that presentation of 
this desirable request should be so timed as not to iii^ede or 
jeopardize parliamentary approval of the vitally i^ortant Defense 
Bill and the newly signed treaty for joint US-Danish defense of 
Greenland^ (S Copenhagen 956, 9 May 51),, . COMNT : The Defense 
Bill involves organizational laws to in^lemenV the basic law of 
1950, unifying the three services, and is expected to define manpower 
and materiel goals* for the defense establishment* Although pro-NATO 
parties control the Parliament, large defense appropriations and 
increased militaiy service always arouse lengthy discussion and 
considerable opposition, since the Danes fear the repercussions of 
rearmament upon the nation's already strained economy. 

ARGENTINA o Rumors of an Armed Services Conspiracy against, the 


FerbnSo uS Embassy reports "insistent and continued rumors of armed 
services conspiracy against the Perons which was recently uncovered. 
Various Array and Navy officers believed under arrest. Rtunors flying 
‘fast. Facts scarce o." (C Buenos Aires 990, 10 May 5l)o COMMENT: 

An a^ conspiracy against the Perons at this time would Se" consistent 
with other circumstances indicative of increasing political instability. 
Signs of continuing labor unrest— now serious among railroad workers — 
and evidence that non-Peronista groups are gaining in public .favor 
and influence among labor may have caused some members of the Anny— 
already aroused over Pei^n's nepbited firm decision to allow Mrs. Peron 
to run for Vice-PresidenWto conspire against the PeroM. (See OCI 
Daily Digest, 10 Mar and 2 May 5l) « ' Further, the recent reported 
arrest of Mrs. Sosa Molina, wife of Minister of Defense General Sosa 
Molina^ who is the spokesman of an army group which has opposed 
Mrs. Peron* s activities for several years, may have provoked a 
conspiracy .by anny elements* 

BOLIVIA * Political Unrest Continues . The Government candidate 
Gos^vez,has been persuaded not to step out of the political scene — 
an act he had decided upon in face of his poor showing in the 6 May 
elections. The army and other administration sources ha*ve been 
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Is^ng emphasis on the Government's majority in Congress ^ich 
must now select the President from among the three iidio gained the 
most votes* The army position is that when Congress selects 
Goslavez in August, the followers of Paz Sstehssoro (MNRistas) 
will "kick over the traces"; the arn^ can then step in to fowi a 
junta » and keep the MNR out* (See OGI Daily Digest, 21 Apr 5l.) 

An "’army source said that while good reasons exist for the a rmy to 
take steps no??, the public "might not understand"* latest reports, 
however, indicate that the army is being "cagey" in order to. keep 
plans concealed and may attempt "to take over tomorrow night". 

(C La Paz $ 2 $, 10 May 5l)» COMMEIiT : Paz Estenssoro, candidate of 

the Moyjjniento N ac ionalia ta Re voluc ion ario , has received a cooi^ortabie 
plurality of votes, but not the necessary na j ority*. Constitutionally 
it is now up to Congress to select the president from among the three 
who received the most votes* Since the Government party and allied 
groups have the majority in Congress, they could be e^cpected to rianyi 
Gos^vez president* However, now or in the. near future the anny 
may well take over the Government and establish a junta in order 
to be in a better position to counter ary revolutionary activity 
of the MNR — who might decide not to wait untH Congress acts in 
August* 


PAN^tt* Arosemena replaces Arias * On 10 May the National Assembly 
met, cons-bituted themselve~s into a high court, impeached President 
Arias for abuse of his constitutional powers and gave the bath of 
office to First Vice-President Alcibiades Arosemena, (U Panama $lii, v. 
10 May 5l) . COMMENT ; Alcibiades Arosemena is a colorless, 'venal 
politician from a prominent Pan^anian family* Strongly pro-Artaa .. o 
for the past ten years, it unlikely that he is on good terns 
with Police Chief Renfbn* If Remon can find some legal way to replace 
Airosemena, he may do so* On the other hand, if Arosemena proves 
tractable, Remon «s desire to avoid public criticism may lead him 
to support Arosemena until the scheduled presidential 'elections 
are held in 195?® 
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SECTION 2 (eastern) 


IRAN . Poselble tJse of IB Companies to Exploit Iranian Oil . The US 
Einbassy in London concurs with the. Department of State that the use of 
a US Company to exploit Iranian oil might have unfosrtunate repercussions* 
The Bnbassy fears that such a development vould lend ^bstance to the 
Soviet line that the US is attempting to **gain mastery” over Iran^ «tw 1 
that US oil companies are seeking to supplant UK interests in Iran. Ai^ 
move ^ieh might suggest that the US or US industry was enriching itself 
at the expense of a weakened partner would result in widespread resenljoent 
and disillusionment in the UK, and inevitably undermine effectiveness of 
US-UK partnership, (S, S/S London 5850, 9 May 51), COMMENT ; The State 
Department \jnderstands "on reliable authority" liiat the Iranian Embassy 
in Washington has received two or three offers from US oil companies. 

While there is no evidence that Iran is seriously contemplating using 
the US firms, their offers may influence the thinki n g of some Ir an j on 
leaders and may further complicate Iran*s relations with the Anglo- 
Iranlan Oil Company . Prime Minister Mossadeq has acknowledged that for- 
eign experts are necessary for the time being to help Iran exploit its 
oil, and is probably considering the pOasibilily of employing experts 
from various foreign countries. 
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